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THE FCLLOWING 1S THE MIGCION

S
WA RESE' TED REFTEL T SV
L TC THE LENYA F¥ 1933 ABS:

PRIVAT ZATION PLAN WHICH
D LE CONSIDLRID AS ANNEX

1 CVERVIEW

THE MISSION HAS SUPPOATLD THE uCK'S D VESTITHRE POL €Y
SHICE 1TS KNNOUKGEHMERT N ThE HDEGWA REPORT oF 1922

DUE TC THE EXTREME Gl< ENSITI'ITY TO IMVOLVIMENT Of
QUTLIDE DONORS 1M THE © VESTITHRE PROZESS, OWR ACTIONS
TO CATE HalE FOCUSED MCTE ON CREATIMNG AN ENALL NG
EMVIRCHMENT FOR "HE PRIVATE SESTCR RATHER THWN STRICTLY
{H CUCTE PRIVATIZATION MQUCTE 1. E. HE St CF PUBLIC
VOHPANIES  rense wiBOs atw WER4ICES TH THE PrivaTE
SECTOR.  WHAT THE MIJ3ION HAS (ONE IS TO SUPPORT «

POL ICY OF CPEMINu UP PUHLIC MCUOPCLIE., AND MNNOPSIN ES
TO PRIVATE PARTICIPATION, 1.E. YO CREATE COMFETITION FOR
STATE OWNED EMTERPRISES (SO0E3) AND THUS TO ShOW POL.CY-
MAKERS THAT PRIVATE ENT¢TIES C.N DO THE JOB MORE
EFFIGIENTLY AND WITHCUT BURDEN(NG THE PUBLIC EXCHEQUER
IN ADDITION THE NISSION HAS SUPPLIED ESF-FIN:NCED
TECHNICAL ASSISTANCE TO SUPPORT WEHYA S BUDGLY
RATIONAL{ZAT1ON PROCESS INCLUD!NG ESTABLISHHLNT OF
INTERNAL AND EXTERNAL DEBT REPORTING SYSTEMS WHICH,
INTER ALIA, SHOW THE COST OF SOE’S OPERATION, ON THL
BUDGET. hHENYA HAS SUCCEEDED IN REDJCING THE PARASTATAL
SHARE OF THE DEVELOPHMENT BUDGET FROM 6 PERCINT IN 1878
TO 4 PERCENT IN 1835, RECENTLY THERE HAVE BLEN SEVLRAL
COMFLETE DIVESTITURES Il KENYA, E.G HPLANDS BACON,
KENYA FISHING INDUSTRIES. WHILE 17 145 TRUE "HAT THE
MISSICH HAS INFEUENCED THOSE D VESTITURE DEC.SIONS MADE
BY GOVZ BHENTHHROUGH Ot CONTIRUING PULICY D ALOGUE

THL FINAL LEC, 310N HAVE BEEM {1ADE BY GOVERNNENT EBA.ED
Ol ECONOMC

REALITIES.

THE MISSION BAS ACTIVELY SUPPORTED THI DIVESTITURE
PROCESS THROUGH UUGGEST ONS AND BY CONDITIONALITY
COVENANTS %) AND HAS COMPLETED

ITS INITIAL WORK  TWO DIVELTITURES RICOMMENNED BY CHE
TAGK FORCL (THE LENYA F SHING iNOUSTR.ES AND UPLAND.
BACON) HAVE NOW HEEN COMPLETED AND AuREEMEN: ON A FHIRD
DIVESTITURE (THE KENYA HATIONAL TRANSPORY GOMPANY), HAS
BEEN REACHED. THE MISSiON CAN CLAIY .OME CRID!T iN
INFLUENCING THE PRIVATIZATION PROCESS THROUGH DIJLOhUE,
OFFERS OF ASSISTANCE TO FINANCI STUDIIS OF DIVESTITURE
POSCIBILITIES ARD THROUuK SOME CONDIT:ONALITY/COVENANT
T0 AGREEMENTS WHICH ME PERCEIVI ARE ACCEPTABIE TO THE
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2 THE THRUST OF OUR SHORT-TERM STRATEGY WILL BE Ol
REDUCING THE ROLE OF STATE OWNED ENTERFRISES N A
PARTICULAR FUNCTIOK, £.G. FERTILIZER IHPORTAT'ON, 8Y
EXPOSING THEM TO FRIVATE GECTOR COMPETITION  THE
ASSUMPTION BE (NG THAT 30F'S BECAUSE OF INTRINSIC
STRUCTURAL DEFICIENCIES GANNOT EFFECTIVELY COHPETE
AGAINST PRIVATE Wi CTC~ EMTITIES  JT 18 THE MSSION'S
BELIEF THAY |F [T CAN BE DEMONSTRATED THAT A SERVICE CAN
BE MORE EFFICIENTLY PROYVIDED BY A PRIVATE
ORGANIZATION (S} WITH THE PUBLIC WELFARE STILL PROTECTED,
THAT THE SOE WILL EE SOLD OR DISSOLVED. AT THE LEAST,
ITS HARKET SHARE WILL RAPIDLY ERODE. A GOOD EXAMPLE IN
KENYA WOULD BE THF RECENT DIVESTITURE OF UPLANDS BACON
WHICH ONLY OCCURRED AFTER SEVERWL PRIVATE SECTOR FIRNS
WERE ALLOWED TO COHPETE AND DID SO SUCCESSFULLY

HISSION SUPPORT OF THE GOK’S DIVESTITURE POLICY TO DATE
INCLUDES:

(A} SHORT TERH CONSULTANT ADVICGR IN EARLY 1384 WdO
LCOKED AT THE GOk PROCESS FOR DETERMIN:NG WHICH
PARASTATALS WERE TC BE SOLD, AND THE PREPARATION
REQUIRED FOR SUCH SALES.

(8! SENDING ONE PRIVATE SECTQR PARTIC!PANT TO THE
WASHINGTON CONFERCHCE ON PRIVAT ZATICH IN EARIY 1936
(FYI THE PUELIC PARTICIPANT wAS DENIED CLEARANCE TO
ATTELD WHICK REFLLCTS GOVERNHMENMT SENSITIVITY "0 DQUOR
INVOLVEMENT WITH THE DIVESTITURE PROCESS END FY1).

(C*  THE inNcCLUSTON (AS AN ESF COVENANT. OF 25 PARASTATAL
BUCGETS (N THE GOK’S (9284/8% BUNGET IN ORDER 7O IDENTIFY
FINANCIAL STATUS AND LEVEL OF SUBVERTIONS. THIS IS
INTENDED TO MPRQVE FINANCIAL AGCOUNTABILITY OF MAJOR
PARASTATALS AND HICHLIGHT WHAT aRE BEL.EVED Tn BE MAJOR
URAWOONS ON THE GOA BUDGET BY PARASTATALS., TIEST
SUBVENTIONS WERE LARGELY NOT APPARENT iN THE PAST. .THE
FY 1984 ESF COVENANT HAS YEY TO BE FULLY MET.  HOWE/ER
THE GOK'S JUNE 193€ BUDGET SPEECH ANNOUNCED THAT ALL
PARASTATAL BORROWING FROM GOVERNMENT OR BORROWING
GUARANTEES BY GOVERNMENT WOULD HAVE TO OCCUR WITHIN THE
OFF |CAL BUDGET PROCESS.

(0) REGULAR FOLLOW-UP WITH THE GOK AND REPORTING ON
PROPOSED DIVESTITURES

(E} FERTILIZER DISTRIBUTION BY DOMESTIC PRIVATE
ENTREPRENEURS IN COMPETITION WITH AN ENTELRPRIS

PARTIALLY OWNED BY GOVERMMENT. APPROXIMATELY S0 PERCENT
OF FERTILIZER IMPORTS ARE NOW DISTRIBUTED BY PRIVATE
FIRMS AS COMPARED WITH 5 YO 10 PERCENT IN 1981,

(F)  PRIVATE MILLER PURCHASES OF CONCESSIONAL FOOD GRAIN
AT PORT OF ENTRY (TITLE ¢ CCHDITIONALITY),

(G'  PRIVATE SECTOR PARTICIPATION 1IN PROVIDINy SERVILES
AND SUPPLITS FOR [AMILY PLANNIRG,

() DIRECT PRIVATE MILLER PROCUREMENT OF MAIZE IN
CONJUNCTIOH WITH A SOE, FORMERLY A MONOPOLY 01 THE
LATTER.

3. SHORT TERM OBJECTIVES FOR FY 1987.88

{A)  CONTINUED EMPHASIS ON DIVESTITURES BY PROVISION OF
CONSULTANTS AS AND WHEN HREQUESTED TO A4SEMBLE FINANCIAL
PACKAGES TO FACILITATE SALE, EXANPLES ARE $500,0080 FOR
$0 PERSON - MONTHS OF TECHNICAL A3SISTANCE FOR
PARASTATAL RATIONALIZATION, OVERSIGHT, AND DIVESTITURE

. UNDFR FY 1586 STRUCTURAL ADJUSTHENT (ECF) PROLRAH.

UNDER THE PROPOSED FY 1357 PRIVATE ENTIRPRISE
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DEVELOPMAAT PROJECT THE KISS10h PROPOLES TO PROVIDE

TEGHNICAL ASSISTKNCE TO RENYA'C INVESTHENT PiOHOTION

CEHYER TO HELP STRENSTHEN THE LTQCK MRRAET, mhD 10

ASCIST GOVERKHENT TO DIVEST PARASTATALS MORE RAPIDLY

THROUGH THE PREPHRATIGN OF PROJOSALJ fCR THE PURCHALE OF

SELECIED PARASTATALS @Y PRIVATE ENTITIES

(8} VITH RESPECY TO FERYILIZER IMPORTATION UNOER THE
ESF PROGRAH, THE MISSI0N'S OBJECTIVE IS TO ELIMINATE THE
NEED FOR GOVERNMENT (INVOLVEMENT IN THE ALLOCHTION AND
PRICING OF FERTILIZER. WE PLAN TO STRENGTHEN PRIVATE
SECTOR HARKETING CRGANIZATIONS 70 ENAGLE THEN TO FURTHER
DEVELOP DISTRIBUTION NEYWORKS AND EXTENSION LERVICES
THUS REDUCING AND/OR SUPPLEHENTING THE SOE’S INVOLVEMENT
WITH THESE FUNCTIONS.

fe; RESPECTIVE TO FOOD GHAIN, 2R OBIECTIVES, THROUGH
THE TITLE 1, FOOD FOR PROGRESS AND ESF PROGRAMS ARE TO

- ESTABLISH PRCCEDURES QFFERING ALL DOMNOR-FINANCED
IHPORTS FUR PURCHASE BY PRIVATE MILLEKS;

- AGHIEVE PUBLIC ANNOUNCEMENT OF A GOX POLICY OF
ENGOURAGING DOHELTIC GRWIN PROCUREMERT BY PRIVATE
HILLERS;

- INCREASE THE GUIREMT BJYING L1MITS CONTROL O
INTER~DISTRICT GPAIN TRADE OR ELIMINATE SUCH MOVEMENT
CONTROLS.

4, THE HISSION'S LONG-TERH OCJECTIVE REMAINS THE
CIVESTITURE OF THOSE SOL’S THAT COMPETE DIRECTLY WITH
PRIVATE IMVESTORS AND ARE NOT OF STRATEGIC NATiOHAL
IMPORTANCE. EXAMPLE3S (NCLUJE THE XKENYA MEAT COMMISLION,
UPLANDS BACON, AND VARIOUS PUBLIC HORTICULTURAL
PRODUCERS AND EXPCRTERS. OVER THE LONG-TERM, FOR THE
TWO COMMODHTIES, FERTwLvZER AL GRuihD, FOR WHICH Wi
HAVE SUCCLEDEJ It ACAIEVING PARTIAL PRIVATIZATION, UOUR
CBJECTIVE iS TO SEEK PRIVATE whD COOPERATIVE I[HPORT AND
DISTRIBUTION OF ALL OONCR~FINANCED AND COMMERCIAL
FERTILIZER, AND PRIVATE SECTOR IMPORT OF ALL

DOHOR=-F IHANCED AND COMHERCIAL FOOD GRAIN. GOVERNMENT'S
ROLE WOULD BE RESTRICTED TO BEING A FOOD GRAIN BUYEL AMD
SELLER OF LAST RESORT 1M ORDER TO ASSURE PRESERVING
HINIMUM SUPPLIES AND STABLE PRICES. THOMAS

NOTE BY OC/T: (M) OMISSION IN TEXT. CORRECTION TO FOLLOW.
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